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AGENDA DATE: November 17, 2009 
 
TO: Mayor and Councilmembers 
 
FROM: Accounting Division, Finance Department 
 
SUBJECT: Fiscal Year 2010 First Quarter Interim Financial Statements 
 
RECOMMENDATION:  That Council:   
 
A. Receive a report from staff on the status of revenues and expenditures, in 

relation to budget, as of September 30, 2009; and 
B. Accept the Fiscal Year 2010 Interim Financial Statements for the Three Months 

Ended September 30, 2009.  
 
DISCUSSION: 

Each month, the Finance Department submits interim financial statements to Council, 
which show the progress of revenues and expenditures, in relation to budget, for each 
of the City’s funds (Attachment 2).  Each quarter, the interim financial statements are 
expanded to include a detailed narrative analysis of the General Fund and enterprise 
funds (see Attachment 1).  

This report covers the first three months of the fiscal year, and while it is premature to 
make any solid projections for the year, revenues are expected to fall short of budgeted 
expectations but expenditures appear to be within expectations. Most of the expenditure 
variances are timing differences that will diminish throughout the year.  Significant 
variances are discussed in Attachment 1. 

On November 10, 2009, Council approved staff recommended adjustments to fiscal 
year 2010 budgeted revenues and expenditures in the General Fund. These 
adjustments are in response to a $2.9 million estimated revenue shortfall based on new 
information received since the date of budget adoption. Because the fiscal year 2010 
budget adjustments were not approved until after September 30, the information 
presented in Attachments 1 and 2 do not reflect these changes to the budget; however, 
these adjustments are referenced in the written analysis included in Attachment 1.  
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3-Year Variance
YTD Average Prior Yr

Annual YTD YTD YTD Percent Bench- Prior Year To
Budget Budget * Actual Variance Rec'd mark YTD Actual

Sales & Use Tax 18,479,524$      3,590,572$       3,217,116$       (373,456)$       17.41% 19.43% 3,691,435$        -12.8%
Property Tax 23,860,000        -                       -                       -                      0.00% 0.00% -                         0.0%
UUT 7,242,000          2,036,450         1,760,166         (276,284)         24.30% 28.12% 1,777,577          -1.0%
TOT 12,027,000        4,323,707         3,880,775         (442,932)         32.27% 35.95% 4,718,696          -17.8%
Bus License 2,273,300          367,365            392,038            24,673             17.25% 16.16% 395,168             -0.8%
Prop Trans Tax 325,800             108,980            90,014              (18,966)           27.63% 33.45% 96,402               -6.6%
    Total Taxes 64,207,624        10,427,074       9,340,109         (1,086,965)      14.55% 16.24% 10,679,278        -12.5%

License & Permits 179,000             44,750              42,540              (2,210)             23.77% 25.00% 49,920               -14.8%
Fines & Forfeitures 2,942,774          735,694            796,880            61,187             27.08% 25.00% 580,597             37.3%
Franchise Fee 2,976,000          715,133            709,716            (5,417)             23.85% 24.03% 707,961             0.2%
Use of Money & Property 1,348,387          337,097            458,832            121,735           34.03% 25.00% 594,609             -22.8%
Intergovernmental 2,345,577          586,394            125,354            (461,040)         5.34% 25.00% 827,207             -84.8%
Fee & Charges 19,441,461        4,860,365         5,205,066         344,701           26.77% 25.00% 4,243,749          22.7%
Miscellaneous 9,794,796          2,448,699         2,628,866         180,167           26.84% 25.00% 3,903,317          -32.7%
Anticipated Year-End Var 1,361,508          340,377            -                       (340,377)         0.00% 25.00% -                         0.0%
    Total Other 40,389,503        10,068,509       9,967,254         (101,255)         24.68% 25.00% 10,907,360        
Total Revenues 104,597,127$    20,495,582$     19,307,363$     (1,188,219)$    18.46% 19.59% 21,586,638$      -10.6%

* YTD Budget for Taxes is calculated based on a 3-year average of collections for each revenue source; for all other revenues, YTD Budget is calculated on a
  straight-line basis based on the number of months elapsed.

Prior Year Analysis

Current Yr

Summary of Revenues

GENERAL FUND
For the Three Months Ended September 30, 2009

Current Year Analysis

General Fund Revenues 

The table below summarizes General Fund revenues for the three months ended September 
30, 2009. For interim financial statement purposes, revenues are reported on the cash basis 
(i.e. when the funds are received).  The table below includes the budgeted totals as well as the 
year-to-date (YTD) budget, which for tax revenues and franchise fees has been seasonally 
adjusted based on a 3-year average of collections through the same period. Because tax 
revenues are not collected evenly throughout the year, adjusting the year-to-date budget to 
reflect the unique collection pattern of each type of tax revenue enables a more meaningful 
comparison to year-to-date results as shown in the Year-to-Date Actual column. For all other 
revenues, the Year-to-Date Budget column represents 25% (3 months out of the 12 elapsed) of 
the annual budget column. Unlike tax revenues, these revenues tend to be collected more 
evenly during the year. 
 

 

Attachment 1 
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After only three months of activity, it is generally difficult to project with certainty where revenues 
will end the year.  However, staff has revised several non-departmental budget projections after 
the end of the first quarter which were approved by Council on November 10, 2009. While the 
following discussion is based upon the budget and actual results at September 30, 2009, the 
table below shows the amended revenue projections approved by Council last week.  The 
following General Fund tax revenue adjustments were approved in November.  
 

Adopted Revised
Revenue Budget Adjustment Budget

Sales Taxes 18,479,524$  (1,073,842)$  17,405,682$  
Property Taxes 23,860,000    (433,655)       23,426,345    
UUT 7,242,000      (325,671)       6,916,329      
TOT 12,027,000    (675,030)       11,351,970     

 
Some of the major revenues are discussed below. 
 
Sales and Use Taxes 
 
Sales tax revenues continue to be affected by the weak national and local economies and 
finished the quarter below the YTD budget. The revenues received through September 30, 2009 
relate to the quarter ended June 30, 2009, which were approximately 16% below the revenues 
from fiscal year 2009 for the same quarter.  The budget as amended on November 10 assumed 
a decline of approximately 14% for this quarter. For the year, the revised projection of $17.4 
million is based on an updated quarter-by-quarter estimate by the State Department of Finance.  
Due to the continuing uncertainty surrounding the economy and its recovery, it is too difficult to 
determine the accuracy of the current budgeted estimate.  
 
Property Tax 
 
Property taxes are due in December and April of each year. We do not usually receive any 
payments until after the first quarter, when we receive minimal payments from the County. The 
majority of the revenue is received after the December installments are due. The City did not 
receive any property tax payments in the first three months of this year.  
 
As noted above, the adopted budgeted revenues for property taxes were adjusted on November 
10, 2009 based on new information received from the County after budget adoption. Actual 
revenues for the year are projected to approximate budget, as adjusted. However, there could 
be some variability in the amount of supplemental taxes the City receives, which are a function 
of the number of property sales between levy dates and the amount of increase in assessed 
valuation.  
 
Utility Users Tax 
 
Utility users tax (UUT) is a tax applied to utilities, including water, cable television, telephone, 
electricity, and natural gas. Half of all UUT revenues are restricted for streets maintenance and 
capital, and they are reported directly in the Streets Fund. The $1.8 million first quarter General 
Fund revenue is approximately 3.8% below the annualized year-to-date budget, primarily due to 
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a significant decrease in natural gas rates that began in the second half of last year. At this early 
point in the fiscal year it is difficult to project where UUT revenue will end the year given the 
unpredictability of certain commodity prices, such as natural gas and electricity. 
 
Transient Occupancy Tax 
 
TOT revenue has been significantly impacted by the protracted national and local economic 
downturn that we have seen over the past year.  While TOT revenues have continued to 
decline, first quarter TOT results indicate that revenues are in line with revised revenue 
projections.  It is still too early to make solid projections for the year and we will provide regular 
updates to Finance Committee and Council throughout the coming months. 
 
Use of Money & Property 
 
Use of Money & Property primarily consists of investment earnings.  Generally speaking, 
interest rates are at historical lows and are not expected to decline further. Over the next 
several years, we expect the economy will be in its recovery phase and interest rates will rise as 
well. Until then, our budgeted and projected revenues will continue to reflect the lower interest 
rates available for the investment of City funds.  First quarter interest earnings exceeded the 
adopted budget; however, we do not expect this to continue in subsequent quarters. As higher–
yielding maturing investments are replaced with lower yielding investments, we expect the 
variance to diminish by year-end. Another factor contributing to the favorable budgetary 
variance at the end of the first quarter is that the General Fund received a scheduled annual 
debt service payment in the first quarter on a loan made to the Waterfront Fund for renovation of 
Waterfront office space.  The $98,000 interest portion of the payment was recognized when 
received in September and created a temporary variance that will diminish throughout the year.   
 
 
Intergovernmental 
 
One of the largest components of Intergovernmental revenue is mutual aid reimbursements 
received by the Fire Department.  These revenues are generated when the Fire Department 
provides mutual aid assistance to other locations throughout the state. The City is reimbursed 
for the actual costs of providing assistance, plus an overhead factor to provide the service.  
Intergovernmental revenue shows as significantly behind budget year-to-date primarily due to a 
timing issue of receipt of $1 million in reimbursements that have been billed by the department 
year-to-date. Based on historical receipts over the past few years, $2 million in mutual aid 
reimbursements was budgeted. It is virtually impossible to project if these revenues will meet 
budget during the year because of the unpredictable nature of this revenue source. 
 
Fees & Service Charges 
 
Fees & Services charges revenue was approximately $345,000 (1.8%) ahead of YTD revenues 
at September 30.  Approximately $160,000 of this variance is due to the timing of semi-annual 
payments from Santa Barbara County to the Library. Various fees charged by Community 
Development for services such as building permits, plan checks, and records management are 
approximately $185,000 ahead of the YTD budget.  A portion of this positive variance in permits 
revenue is due to construction projects related to the recent fires in the City.  It is premature to 
draw any conclusions on these revenues for the remainder of the year.   
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General Fund Expenditures 
 
The table below summarizes the General Fund budget and year-to-date expenditures through 
September 30, 2009. The Annual Budget column represents the amended budget, which 
includes appropriation carryovers from the prior year, as well as any supplemental 
appropriations approved by Council in the current year. 
 
As shown below, a year-to-date budget (labeled “YTD Budget”) column is included. This 
represents 25% of the annual budget to coincide with 3 out of 12 months in the fiscal year 
having elapsed. Unlike revenues, where the collection rate during the year is often seasonally 
affected, most expenditures tend to be incurred fairly evenly throughout the year. 
 
The amended annual budget totaled $104.8 million, and the year-to-date budget is calculated at 
$26.2 million (25%).  Actual expenditures of $24.2 million resulted in a favorable variance of 
$1.9 million (1.9%) at September 30. 
 

 
As of September 30th, three departments had exceeded their YTD budget. The Finance 
Department is over the YTD budget due to the timing of quarterly payments made for 
community access television programming in the first three months of the year. This is purely a 
timing issue that will resolve itself throughout the remainder of the year. It is not unusual for 
Parks and Recreation expenditures to exceed the year-to-date budget for the first quarter 
because, unlike many departments, their expenditures do tend to be seasonal in nature with the 
summer camp programs. Non-departmental expenditures also usually exceed the year-to-date 
budget at September 30 because of: 1) debt service payments that are not made ratably 

Variance
Annual YTD Y TD Without Encum-

Department Budget Budget Actual Encumbrance brance $ %

Mayor  & Council 747,750$            186,938$         170,924$         16,014$           2,493$           13,521$          1.8%
City Attorney 2,099,358           524,840           474,863           49,977             -                 49,977            2.4%
City Administrator 2,021,353           505,338           471,555           33,783             53,959           (20,176)           -1.0%
Administrative Svs. 2,146,852           536,713           416,428           120,285           193,634         (73,349)           -3.4%
Finance 4,618,811           1,154,703        1,169,218        (14,515)            22,242           (36,757)           -0.8%
Police 32,850,677         8,212,669        7,576,103        636,566           344,452         292,114          0.9%
Fire 21,503,496         5,375,874        5,000,060        375,814           102,868         272,946          1.3%
Public Works 6,693,582           1,673,396        1,419,070        254,326           86,383           167,943          2.5%
Parks & Recreation 13,797,811         3,449,453        3,612,702        (163,249)          251,149         (414,398)         -3.0%
Library 4,331,670           1,082,918        915,586           167,332           7,065             160,267          3.7%
Community Dev. 10,531,894         2,632,974        2,076,831        556,143           92,691           463,452          4.4%
Non-Departmental 3,418,392           854,598           923,805           (69,207)            -                     (69,207)           -2.0%
    Total 104,761,646$     26,190,412$    24,227,145$    1,963,267$      1,156,936$    806,331$        0.8%

% of annual  budget 25.0% 23.1% 1.9% 1.1% 0.8%

Favorable
(Unfavorable)

Variance With Encumb

SUMMARY OF EXPENDITURES
GENERAL FUND

For the Three Months Ended September 30, 2009
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throughout the year; and 2) Fiesta and 4th of July, two of the year’s largest community events, 
occur in the first quarter. 
 
As previously noted, City Council approved adjustments to the adopted FY10 budget on 
November 10, 2009.  The re-balancing adjustments approved by Council last week included 
approximately $1.6 million in General Fund Departmental expenditure reductions. The 
reductions to the adopted budget are not included in the table shown above or in the September 
30 variance analysis.  However, the changes to the General Fund Expenditure budgets will 
impact departmental variances throughout the remainder of the fiscal year. 
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Enterprise Fund Revenues 
 
Unlike the General Fund, which relies primarily on taxes to subsidize programs and services, 
Enterprise Fund operations are financed primarily from user fees. The table below summarizes 
Enterprise Fund revenues through September 30, 2009, with a comparison to budget and prior 
year. Note that the “YTD Budget” column has been calculated based on a 3-year average 
collection rate through September 30th. This rate, which is shown as a percentage in the “3 Year 
Average Rec’d” column, has been applied to the annual budget amount to arrive at the Year-to-
Date Budget. This approach is used in recognition that enterprise fund revenues, like General 
Fund tax revenues, are seasonally affected and are not necessarily received evenly throughout 
the year. Therefore, adjusting the budget for seasonal variations allows for a more meaningful 
comparison to year-to-date revenues. After only three months of activity, it is generally difficult 
to project with certainty where revenues will end the year.   

As shown below, only Golf Fund revenues fell short of the 3-year average collection rate 
through September 30, 2009.  Significant variances in Enterprise Fund revenues are discussed 
below. 

 
Water Fund 
 
Of the $34.2 million in budgeted Water Fund revenue this year, approximately $29.9 million 
(87.3%) is derived from charges for metered service. As such, revenues are significantly 
impacted by both metered rates and consumption. Water Fund revenue was ahead of the year-
to-date budget as of September 30th by more than $493,000. This variance is due primarily to 
metered water sales exceeding the seasonally adjusted budget. As of September 30th, 
approximately 30% of the annual revenue budget for metered sales had been received. This is 
slightly higher than the 3-year average of 28.6% for the first quarter and is due to consumption 
in the first quarter. We have just completed one of the driest years in recorded history which, in 

YTD 3 Ye a r  
Annua l YTD YTD YTD Pe rce nt Ave ra ge YTD %
Budge t Budge t * Actua l Va ria nce Re c'd Re c'd Actua l Va ria nce

W ater 34,188,296$    9,791,528$   10,284,372$  492,844$   30.08% 28.64% 10,014,995$  2.69%

W astewater 14,828,850      3,928,162     3,992,192     64,030       26.92% 26.49% 3,976,906     0.38%

Downtown Park ing 6,762,290        1,670,286     1,737,513     67,227       25.69% 24.70% 1,776,979     -2.22%

Airport 12,440,678      3,033,037     3,122,196     89,159       25.10% 24.38% 3,424,361     -8.82%

Golf 2,380,438        647,955        535,909        (112,046)    22.51% 27.22% 657,209        -18.46%

W aterfront 11,522,348      3,279,260     3,436,120     156,860     29.82% 28.46% 3,277,324     4.85%

* The YTD Budget colum n has been calculated based on a 3-year average collec tion rate through September 30, which has been
  applied to the annual budget.

SUMMARY OF REVENUES
Thre e  M onths Ende d Se pte m be r 30, 2009

ENTERPRISE FUNDS

Curre nt Ye a r Ana lysis Prior Ye a r Ana lysis
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turn, has resulted in increased water consumption.  In addition, reimbursement revenue from 
Montecito Water District and the Carpinteria Water District for their respective shares of water 
treatment costs at the Cater facility are more than 50% of the annual budget.  This is attributable 
to significantly increased costs to treat the water after recent fires, a portion of which is 
reimbursed by these partner agencies.  Treatment costs, and associated reimbursements from 
partner agencies, are expected to exceed the YTD budgeted amount throughout the year. 
 
Airport Fund 
 
Airport Fund revenues are in line with the current year YTD budget but approximately 8.8% 
lower than revenues for the first quarter of the prior year.  Staff anticipated some of the revenue 
decreases from the prior year when preparing the current year budget.  Revenues have 
decreased from the prior year due primarily to 1) the loss of two major tenants in the second half 
of last year, and 2) the impact of recession on all terminal-related activities, in particular parking.  
Investment income has continued to decline as the City’s average investment rate has been 
decreasing over the past year. 
 
Golf Fund 
 
Fees for golf rounds and gift card sales are approximately 3.3% below the average collection 
rate through the first three months of the year.  This is a reflection of the weak local economy 
which has reduced the number of rounds played.  The number of golf rounds has also been 
impacted by two construction projects designed to improve course safety and the quality of the 
play are underway.  Miscellaneous revenues are approximately $68,000 under the YTD budget 
amount due to a budgeted $250,000 loan from the General Fund which has not yet been funded 
this year.  This loan is for the golf course safety improvement plan and will be funded when 
needed to pay for this important project. 
 
Golf Fund revenues are approximately 18.5% below those for the first three months of the prior 
year.  Most of this decrease is attributed to a marked decline in rounds played over the last 
year. . The decline has been more significant beginning in this calendar year and is consistent 
with national trends.  
 
Waterfront Fund 
 
Waterfront Fund revenues are approximately 1.4% ahead of the YTD budget at September 30. 
This positive variance is primarily due to revenues from slip transfer fees and parking fees doing 
better than expected. Both of these important revenues were budgeted conservatively as a 
result of a decline experienced in the prior year.   
 
Overall, revenues exceeded the prior year first quarter amounts by approximately $159,000 
(4.85%), with slip transfer fees accounting for almost half of the variance.  Slip transfer fees 
were significantly below budget in the first quarter of last year but increased slightly as the year 
progressed.  These fees have returned to more historically normal levels this fiscal year 
resulting in a $72,000 positive revenue variance from the first three months of last year.   
 



Fiscal Year 2010 Interim Financial Statements 
For the Three Months Ended September 30, 2009 (25% of Year Elapsed) 

 

8 

SUMMARY OF EXPENSES

Prior Year Analysis
YTD  

Annual YTD YTD YTD Percent YTD %
Budget Budget Actual & Enc Variance Exp Actual Variance

Water 37,418,635$    9,354,659$      8,134,138$      1,220,521$      21.74% 9,432,604$      13.77%

Wastewater 16,070,288      4,017,572        3,106,338        911,234           19.33% 2,920,725        -6.36%

Downtown Park ing 8,195,457        2,048,864        1,764,058        284,806           21.52% 1,500,981        -17.53%

Airport 12,723,593      3,180,898        2,644,434        536,464           20.78% 3,526,725        25.02%

Golf 2,785,158        696,290           737,360           (41,071)           26.47% 1,036,080        28.83%

Waterfront 12,061,259      3,015,315        2,378,923        636,392           19.72% 2,389,987        0.46%
 

 

Three Months Ended September 30, 2009
ENTERPRISE FUNDS

Current Year Analysis

Enterprise Fund Expenses 
 
Enterprise fund expenses through September 30, 2009, with a comparison to budget and prior 
year actual, are summarized in the following table below. The column labeled “YTD Budget” 
represents 25% of the annual budget column.  Although many expenses tend to be incurred 
fairly evenly throughout the year, there are some notable expenses that do not occur evenly 
during the year. These expenses, such as debt service and capital projects, can create 
significant temporary variances from the YTD budget at certain times during the year. 
 
The table does not include outstanding encumbrances as of September 30, 2009, as their 
inclusion would significantly distort the analysis of expenditures after just three months. 
Outstanding encumbrances include appropriations that were carried forward from prior year as 
part of the appropriation carryovers and contracts or blanket purchase orders that have been 
added in the current year but are expected to be spent over the coming months.  

 
All enterprise fund expenses, except the Golf Fund, are under the year-to-date budget amounts 
at September 30, 2009.  All of the enterprise funds had a positive variance in salary & benefit 
costs at September 30.  This is primarily due to two factors: 1) Only 23.1% of the payrolls 
occurred on the first three months of the year; and 2) The City imposed a furlough on 
employees for this fiscal year.  The furlough will reduce wages paid to most employees by 5%. 
 
It is too soon in the year to make detailed projections on budget variances during the remainder 
of the year.  However, expense activity is closely monitored by staff and annual projections are 
revised as necessary.  The following discussion highlights some of the more significant expense 
variances of the enterprise funds, in relation to budget or prior year. 
 
Water Fund 
 
Water Fund expenses are $1.2 million (3.3%) below the year-to-date budget but in line with 
expenses for the same period in the prior year. The fund has approximately $274,000 savings 
from budgeted salary and benefit costs. The remainder of the budget variance is primarily the 
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result of materials, supplies, and services expenses that have been budgeted and encumbered 
at September 30 but not yet spent.  These temporary variances will change throughout the year 
as actual expenses occur.   
 
Wastewater Fund 
 
Wastewater Fund expenses are $911,000 (5.7%) below the year-to-date budget at September 
30. The primary reasons for the budget variance are:  1) Debt service does not occur ratably 
throughout the year. At September 30, none of the $1.4 million that was budgeted for debt 
service has been expended.  2)  $151,000 of the budget variance is attributable to salaries and 
benefits.  3) Approximately $369,000 of the budget variance is due to supplies and services 
savings which are variable in nature and are spent as needed and not necessarily expended 
ratably throughout the year. 
 
Downtown Parking Fund 
 
Downtown Parking Fund expenses are approximately $285,000 (3.5%) below the year-to-date 
budget at September 30.  Approximately $123,000 of the variance is due to salaries and 
benefits costs and another $125,000 is due to supplies and services savings which are variable 
in nature and are spent as needed and not necessarily expended ratably throughout the year.  
The fund budgeted $50,000 in appropriated reserves that remains unspent and the remaining 
variance is due to small temporary savings in special projects and capital expenditures, all of 
which are expended as needed and often result in temporary variances throughout the year. 
 
Capital expenses of the Downtown Parking Fund are now accounted for in a separate capital 
projects fund.  The long-term nature of capital projects consistently caused significant budget 
variances in the fund.  This change will facilitate analysis of the operating activities of the 
Downtown Parking Fund. 
 
Airport Fund 
 
Airport Fund expenses are $536,000 (4.3%) under the year-to-date budget at September 30.  
Salary & benefits savings account for approximately $153,000 of the variance; materials, 
supplies & services costs were $243,000 under budget, and the unspent appropriated reserve 
accounted for approximately $68,000 of the variance.  As previously noted these costs are 
expended as needed and often result in temporary variances throughout the year. 
 
Golf Fund 
 
Golf Fund expenses are over the YTD budget due to debt service costs and capital 
expenditures for the safety improvement plan and the creeks biofilter project.  Debt service 
expenses are recognized when paid and capital expenditures are incurred as needed.  Neither 
of these expenditures is incurred ratably over the course of the year and result in temporary 
variances during the year.   
 
Waterfront Fund 
 
Waterfront Fund expenses are $636,000 (5.3%) under the year-to-date budget at September 
30.  Approximately $295,000 of the variance is due to the timing of the semi-annual debt service 
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payments.  Salaries and wages are under the year-to-date budget by approximately $137,000 
because of the timing of payrolls and furlough savings as previously noted.  Another $156,000 
in savings is from supplies and services which are usually not spent evenly throughout the year. 
These costs are variable in nature and are expended as needed throughout the year. 
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